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Since June, President Alvaro Arzu's administration has pushed forward in its plan to sell off the
state telecommunications monopoly GUATEL and other government assets, ignoring appeals from
grassroots organizations and opposition parties to temporarily halt the privatization program while
its merits are discussed in a national dialogue. Not surprisingly, the administration's determination
to plow ahead led to the dialogue's failure in mid-July, when nearly half the 29 organizations invited
to participate withdrew.
Early this year, the Arzu administration said it would accelerate efforts to privatize state firms,
with 14 government companies and assets now slated for either sale or concession to the private
sector during 1997 and 1998 (see NotiCen, 06/12/97). In May, the government awarded its first
concession to a private firm the railroad company Ferrocarriles de Guatemala (FEGUA) and
since then preparations to sell off GUATEL and two assets belonging to the Empresa Electrica de
Guatemala (EEGSA) have advanced steadily.

Eleven companies to bid on electric plant & turbine generator
On Aug. 14, the government will auction off EEGSA's La Laguna generating plant and the Steward
& Stevenson turbine. A total of 17 firms had originally expressed interest in bidding on those assets,
but in late June the government announced that only 11 firms and consortia actually qualified
to participate in the auction, all of them foreign. The list includes eight US firms, two Spanish
companies, and a Venezuelan enterprise. The government has set the total price for both assets at
US$33.3 million, of which US$3.3 million, or 10% of stock, is reserved for the EEGSA workers union
to purchase. However, if the union does not buy the reserved shares within six months, the new
owners must immediately acquire the remaining stock.
According to union spokespersons, the latter is a possibility, given that the union has been unable
to obtain needed financing, and the government has so far refused to assist them. The winning
bidder will be determined on the basis of how fast the firm will be able to increase electricity output
to maximum capacity and the price it will charge for service. The operating contract will span 18
years. During the first three years, the new owners will be required to produce 80 megawatts, with
output gradually increased to 150 megawatts during the following 15 years. According to estimates
by Deutsche Morgan Grenfell, the consulting firm hired to manage the sale, the new owners will
have to invest a minimum of US$150 million to get output up to the maximum level.

Five foreign firms win right to bid on GUATEL
The EEGSA sale is important given that it is the first time the Arzu administration will sell state
assets directly to the private sector. Nevertheless, public attention is now riveted on the privatization
of GUATEL, which is one of the largest and most profitable of the government companies slated
for sale. The government estimates GUATEL's book value at 2.8 billion quetzales (about US$470
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million). Although there are no official estimates of GUATEL's market value, the government
expects to earn a minimum of US$200 million for the sale of at least 51% of company stock. The
bidders will be allowed to purchase up to 95% of GUATEL shares.
On Aug. 4, the government legally converted the firm into a stockholder company, to be renamed
Telecomunicaciones de Guatemala, thus paving the way for sale of shares to the private sector and
to workers, who will be allowed to acquire 5% of stock. And, on Aug. 11, the government announced
that five foreign firms have been approved to participate in the auction US companies GTE, MCI,
and Southwestern Bell; France Telecom; and Telefonos de Mexico (TELMEX). The participating
bidders are now evaluating GUATEL's assets and the market potential for telecommunications
services in Guatemala. The companies will be asked to finalize their bids during the first half of
October so that the auction can take place between the second and third week of that month, at
the latest. If the winning bidder buys less than the 95% of the stock being offered for sale, the
remaining shares will be sold on domestic and international stock markets. "Preparations for the
sale of GUATEL have entered the final stages," said Giovani Musella, GUATEL's deputy director
of operations. "The only thing that can stop it now is an adverse ruling by the Constitutional Court,
which is reviewing legal challenges to the laws governing privatization."

Opposition groups boycott dialogue to protest privatizations
The government has stubbornly refused to interrupt the privatization process even temporarily,
despite warnings by most grassroots groups and opposition parties that they would withdraw from
the national dialogue if the sale of state firms is not halted until after it is discussed in the dialogue.
The government had convoked the dialogue in April to review the Arzu administration's plan
to modernize the country's social security system and overhaul civil service laws. But during the
opening sessions in late May, most of the 29 organizations invited to participate demanded that the
agenda be broadened to include government economic policies, beginning with the privatization
program and tax reform.
By mid-June, after opposition groups threatened to walk out, the government finally agreed to
include those issues for discussion, and they were placed as first on the agenda. But the Arzu
administration refused to even momentarily halt its plans to privatize the firms. It also rejected
demands that the conclusions reached in the dialogue be binding on the government. As a result,
in early July, 13 organizations withdrew from the dialogue. "We do not blindly oppose state
modernization nor the privatization of government firms," said Nineth Montenegro, congressional
representative from the leftist Frente Democratico Nueva Guatemala (FDNG). "But the government
must halt the sale of state companies until debate on the issue is concluded. Otherwise, the dialogue
makes no sense at all. It's just a farce that helps give the government breathing space to push
forward with its program."
Workers confederations were even more adamant. "The temporary suspension of current
privatization plans is a fundamental prerequisite for talks to continue," said Byron Morales, head
of the Union Sindical de Trabajadores de Guatemala (UNSITRAGUA), one of the country's largest
labor confederations. "In addition, we demand a definite, immediate end to the entire privatization
process." Given the dialogue breakdown, street mobilizations by the unions and other grassroots
groups are likely to begin again, especially as the effort to sell GUATEL gains force. In March, the
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country's labor confederations had begun a nationwide campaign to protest privatizations, with
huge demonstrations in the capital and other urban centers. But the campaign was suspended in
April, after the government convoked the national dialogue. [Sources: Reuter, 06/12/97, 07/29/97;
Notimex, 06/19/97, 07/30/97; Prensa Libre (Guatemala), 05/19-21/97, 05/23/97, 05/24/97, 05/26/97,
05/27/97, 05/30/97, 05/31/97, 06/03/97, 06/06/97, 06/13/97, 06/14/97, 06/17-20/97, 06/24/97, 06/25/97,
06/27/97, 06/28/97, 07/03/97, 07/05/97, 07/07/97, 07/09/97, 07/11/97, 07/15/97, 07/17-19/97, 07/22/97,
07/24/97, 07/26/97, 07/30/97, 07/31/97, 08/02/97, 08/04/97, 08/05/97, 08/08/97, 08/09/97, 08/12/97,
08/13/97; La Jornada (Mexico), 08/13/97]

-- End --
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